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The maths is out on accounting “off-sourcing”  

Accounting firms are following the global “off-sourcing” trend i.e. outsourcing through 

off-shoring, but at what cost to our graduates, to their clients who are largely unaware 

of the increased risks, and to our economy? By Ken Gunderson-Briggs* 

 

 

Earlier this year it was reported in the Australian Financial Review that major accounting 

firm, Grant Thornton had “caved in to market pressure and will begin sending 

compliance work to India”. The article went on to state that they joined the big four 

accountancy firms − PricewaterhouseCoopers, Deloitte, Ernst & Young and KPMG − who 

have increased their offshore activities to combat high labour costs and build workforce 

elasticity.  

 

After an outsourcing backlash earlier this decade, partly due to the global financial crisis, 

a return to insourcing became a worldwide catch cry. However, outsourcing through off-

shoring is reportedly again on the increase due to cloud computing, other technological 

advances and the appearance of new geographical players, such as Brazil. 

 

In the last three years, there has been an increase in the number of accounting roles 

being transferred offshore. This is in the face of well documented and varied risks that 

outsourcing presents, especially in terms of the long-term impact on client relationships, 

local staff and the economy.  

 

You don’t have to search too far to find studies that highlight how regularly outsourcing 

relationships fail. The 2012 Global Outsourcing and Insourcing Survey, conducted by 

Deloitte Consulting LLP, found that 48% of companies had previously terminated an 

outsourcing contract, primarily due to concerns with service quality.1 

 

Effect on client relationships 

 

At what cost does outsourcing, in particular with offshore providers, have long-term on 

the quality of the output of a business and most importantly the service relationship with 

their clients?  

 

For starters, businesses that outsource face increased costs and risks. Although offshore 

outsourcing is thought to be more cost effective for the business there are many hidden 

costs including:  



 

 a more expensive and lengthy vendor selection process than expected, 

 a longer timeframe to complete work handover to the offshore partner than 

expected, 

 severance and costs of local laid-off employees who are not to be relocated 

internationally, 

 turnover cost of staff directly servicing clients both on-shore and off-shore, 

 methods to be employed to address language and other cultural differences, 

 the consistency of the communication message to customers and clients, and 

 ongoing management of the offshore relationship particularly in the medium to 

longer term. 

 

The ongoing challenge is for an accounting and financial services business to preserve 

the client relationship without on-shore training and experience of face to face service 

managers, particular at times of change in senior on-shore personnel. How are levels of 

service and adequacy of advice maintained?   

 

During the first year, a business may end up paying up to 50% more in front-end costs 

while only achieving a cost saving of 15%−25% in the first year, instead of the 

anticipated 35%−40% saving.2 

 

In the medium to longer term the base assumptions in the original financial models may 

fail due to changes in the relative exchange rate of currencies, and efficiencies in 

technology that reduce labour requirements altogether.3 

 

There are also the obvious security risks when confidential information of the business is 

shared with a service provider, and the costs involved in training new staff in countries 

such as India where the staff turnover is as high as 20%. 

 

While some organisations may include a clause regarding outsourcing in an engagement 

letter, more often than not, clients are largely unaware that their work is even being 

outsourced. All clients should be proactively asking their service providers about their 

outsourcing arrangements and the risks involved, and note the parties who are 

responsible in the event something goes wrong.  

 

Loss of talent  

 

In the beginning, it was data entry and customer service positions that were taken 

offshore, but after testing the viability of outsourcing with these types of roles, major 

corporates are going “up the line”. 

 

In terms of accounting, this means transactional teams such as accounts payable and 

accounts receivable have moved overseas. We are now seeing the move to more senior 

levels for accounting professionals, with many “shared service” centres responsible for 

the integrity of the general ledger, whilst reporting remains in Australia. 

 

Not only does this affect our ability to retain our local “best and brightest” due to the 

lack of projects and opportunities, it also has a major impact on graduates trying to gain 

entry into the industry. Over the years, the number of entry level positions for 

accounting graduates has not grown. The growth in the economy has shielded the effect 

of off-shore outsourcing, and only now are we starting to understand how this will limit 

the opportunities for graduate accountants.  

 



The question is “...who will be trained and experienced enough to take on the roles of 

experienced accountants in Australia in the next 10 years or so?...” 

 

The alarm bells are ringing.  

 

The underlying economy  

 

The concept of comparative advantage in economics is that a business has a 

comparative advantage if the business can produce that good or service at a lower 

opportunity cost. Opportunity cost is the value of the best alternative forgone. 

 

What may be a comparative advantage for a business may not be a comparative 

advantage for a country.  

 

The multiplier effect in the economy of a country means that each time there is an 

injection of new demand and extra income in the economy it leads to more spending, 

which creates more income, and so on. When income is removed from the economy, 

through off-shoring, this will lead to less spending and less income i.e. the reverse 

multiplier. 

 

So although the business may be more profitable, the economy itself may be worse off, 

with the multiplier effect occurring in the off-sourced jurisdiction. 

 

So why do it ? 

 

The underlying question about off-sourcing, out-sourcing and off-shoring is this.  

 

Is it good for the client? 

 

 

The Australian Financial Review article earlier in the year said that according to the CEO 

the move by Grant Thornton was 

 

1. Not about adding value, it was about remaining competitive. 

2. Technology and off-shoring will be where the majority of compliance work is done 

over the next five years. 

3. That GT needed to invest in appropriate systems so that GT can compete in the 

market.  

 

No comment about clients, no comment about relationships, only about the cost of doing 

business. 

 

The recent Australian Financial Review article (17 August 2016) about the 2016 results 

of the larger accounting firms noted that revenue at GT was flat for the 2016 year, with 

revenue per partner falling noted by the CEO to stem from a reliance on organic growth 

symptomatic of a dormant market. Profits in 2017 will come from workplace flexibility 

and technology. 

 

Again, no mention of clients, no mention of service, only about the cost of doing 

business.  

 

 

 



*Ken Gunderson-Briggs is a partner in Sydney firm, Gunderson Briggs Chartered 

Accountants, which specialises in providing guidance and specialist advisory services to 

Australian-based business owners. Ken was a Partner of Grant Thornton Sydney from 

1994 to 2009, leading the Privately Held Business (PHB) group. Gunderson Briggs 

Chartered Accountants has recently released a white paper on “The Risks of Off-

Sourcing”, available online at http://www.gbbos.com.au/News/Newsletters.aspx 
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